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operator service and store and forward) revenues are recognized at the time the
call is made. Revenue from service contracts is recognized on a straight-line
basis over the term of the contract.

Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Cash and cash equivalents

The Company defines cash and cash equivalents as those highly liquid investments
purchased with an original maturity of Lhree months or less.
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Property and equipment

Property and equipment are recorded at cost. Depreciation is computed using the
straight-line method over the estimated useful lives of the assets commencing
when the equipment is installed or placed in service. Installed telephones and
related equipment includes installation and other costs which are capitalized
and amortized over the estimated useful lives of the equipment. The costs
associated with maintenance, repair and refurbishment of telephone equipment are
charged to expense as incurred.

Effective October 1, 1993, the Company revised its depreciation policy to
recognize an extended estimated service life on its pay telephones from 7 to 10
years. The change in pay telephone depreciation reduced depreciation expense and
decreased net loss or increased net income by approximately $3,501,000,
$3,766,000 and $470,000 or $0.22, $0.24 and $0.03 per common share, for the
years ended December 31, 1995, 1994 and 1993, respectively.

The capitalized cost of equipment and vehicles under capital leases is amortized
over the lesser of the lease term or the asset's estimated useful life, and is
included in depreciation and amortization expense in the consolidated statements
of operations.

Inventories

Inventories, which consist primarily of replacement parts, are carried at the
lower of cost or market, with cost being determined on the first-in, first-out
basis.

Intangible assets

Location contracts and intangible assets primarily result from business
combinations and signing bonuses paid to property owners and include acquisition
costs allocated to location owner contracts, agreements not to compete, and
other identifiable intangible assets. These assets are amortized on a
straight-line basis over the estimated life assuming, in some instances, renewal
of the underlying contracts (3 to 10 years). Accumulated amortization at
December 31, 1995, 1994 and 1993 was approximately $15,115,000, $9,486,000 and
$5,505,000, respectively.

Goodwill arising from acquisitions is amortized on a straight-line basis over
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the periods to be benefited or 20 years, whichever is less. Accumulated
amortization at December 31, 1995, 1994 and 1993 was approximately $2,795,000,
$2,001,000 and $551,000, respectively.

The carrying value of intangible assets is periodically reviewed by the Company
and impairments, if any, are recognized when the expected future undiscounted
cash flows derived from such intangible assets are less than their carrying
value.

In March 1995, the FASB issued Statement No. 121 ("SFAS 121"), "Accounting for
the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed
Of," which requires impairment losses to be recorded on long-lived assets used
in operations when indicators of impairment are present and the undiscounted
cash flows estimated to be generated by those assets are less than the assets'
carrying amount. SFAS 121 also addresses the accounting for long-lived assets
that are expected to be disposed of. The Company will adopt SFAS 121 in the
first quarter of 1996 and, based on current circumstances, does not believe the
effect of adoption will be material.
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Investments

Investments in which the Company has an ownership interest of at least 20
percent but not more than 50 percent are accounted for under the equity method.
Investments of less than 20 percent are generally accounted for under the cost
method.

Other Assets

Other Assets include primarily deferred financing costs, long-term deposits and
a note receivable from a third party which purchased assets from the Company.
The deferred financing costs are amortized over the term of the debt on a
straight line basis. At December 31, 1995, 1994 and 1993, accumulated
amortization of the deferred financing costs was $319,000, $1,905,000 and
$711,000, respectively.

Income taxes

Deferred income taxes are recognized for temporary differences between the tax
and financial reporting bases of the Company's assets and liabilities using
enacted tax rates in effect for the year in which the differences are expected
to reverse. Deferred tax assets are reduced by a valuation allowance when, in
the opinion of management, it is more likely than not that some portion of the
tax assets will not be realized.

Stock Options

Options issued to employees or directors of the Company under the Company's
non-qualified stock option plans are accounted for under Accounting Principles
Board Opinion No. 25 ("APB 25"), "Accounting for Stock Issued to Employees." The
exercise price of the Company's employer stock options equals the market price
of the underlying stock on the date of grant, therefore no compensation expense
is recognized under APB 25.

In October 1995, the FASB issued Statement No. 123 ("SFAS 123"), "Accounting for
Stock-Based Compensation," which requires companies to either recognize expense
for stock-based awards based on their fair value on the date of grant or provide
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footnote disclosures regarding the impact of such changes. The Company will
adopt the provisions of SFAS 123 on January 1, 1996 but will continue to aC20unt
for stock-based compensation under the provisions of APB25.

Earnings per share

Primary earnings per share amounts are computed based upon the weighted average
number of common and common equivalent shares outstanding, assuming proceeds
from the assumed exercise of options were used to purchase common shares
outstanding at the average market price during the period, unless such exercise
is antidilutive. Fully diluted earnings per share assumes that the proceeds were
used to purchase common shares outstanding at the higher of the market value per
share at the end of each period or the average market value during the period,
unless such exercise is antidilutive (see Note 12).

Reclassification

Certain amounts for the prior years have been reclassified to conform with the
current year presentation.
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NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable at December 31, 1995 and 1994, consist primarily of amounts
due from a billing and collection clearinghouse for non-coin calls placed
through the Company's public pay and inmate telephones and, to a lesser extent,
commissions from various operator service companies which have been selected to
handle non-coin calls not placed through the Company's automated operator
system. Pursuant to the Company's agreement with the billing and collection
clearinghouse, the collections from LECs are deposited into a trust account and
then distributed directly to the Company. The balance due from one billing and
collection clearinghouse was approximately $4,570,000 and $13,061,000 at
December 31, 1995 and 1994, respectively.

In 1993, the Company recorded net receivables of approximately $1.7 million
relating to the Company's refund claims for overpayment of excise taxes from the
Internal Revenue Service and certain state sales and use taxes from various
local exchange carriers. These refund claims were reflected as a reduction of
telephone charges in the accompanying consolidated statements of operations and
were recorded throughout 1993 as the refund claims were finalized. At December
31, 1994, approximately $980,000 of this amount remained and was included in the
accounts receivable balance. At December 31, 1995, all uncollected balances were
fully reserved.
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NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment is summarized as follows (in thousands)
<TABLE>
<CAPTION>
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DECEMBER 31
1995 19

<S> <c> <c>

134,067 13

Installed telephones and related equipment, including
$1,542 under capital leases in 1994 .

Telephones and related equipment pending installation .
Land .
Building and improvements .
Furniture, fixtures and office equipment .
Vehicles and equipment under capital leases .
Other .

Less accumulated depreciation and amortization, including
$1,689 and $1,656 for capital leases ..

<!TABLE>

$ 106,031
9,644

950
4,357
7,273
4,619
1,193

(55,866)

$ 78,201

$ 10

( 4

$ 8

During the third and fourth quarters of 1995, the Company recorded inventory
obsolescence reserves of approximately $0.7 million and $1.0 million,
respectively, which are included in Field service and collection expenses in the
accompanying consolidated statements of operations.

Depreciation expense for the periods ended December 31, 1995, 1994 and 1993 was
$14,733,000, $15,308,000 and $11,409,000, respectively.

The majority of the Company's assets are security for long-term bank debt (see
Note 6).
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The Company has entered into various noncancellable leases which are classified
as capital leases. Future minimum lease payments under the capitalized lease
obligations, including imputed interest, are as follows (in thousands) :

FOR THE YEAR ENDING DECEMBER 31,

1996
1997
1998
1999
2000

Less amount representing imputed interest

$ 1,398
1,005

427
21

7

2,858
(358)

Present value of obligations under capital leases
Less current interest payable .
Less current portion .

2,500
(26)

(1,156)

$ 1,318
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NOTE 5 - ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses consist of the following (in thousands) :

DECEMBER 31,

Telecommunication charges .
Commissions .
Telephone equipment purchased .
Due on acquisitions .
Other .

1995 1994
------- -------

$ 5,165 $ 8,569
4,503 3,272

222 254
369 3,077

9,344 7,627
------- -------
$19,603 $22,799
======= =======
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NOTE 6 - NOTES PAYABLE AND LONG TERM DEBT

Notes payable and long-term debt consist of the following (in thousands) :

<TABLE>
<CAPTION>

<S>
$100 Million Senior Notes due 2002 with a stated interest
rate of 12 1/4% .

$125 million revolving line of credit with interest rates
ranging from the Bank's prime rate plus 1 1/4% to LIBOR plus 2 1/2%

$40 million revolving line of credit with interest rates ranging
from the Bank's prime rate plus 1.5% to LIBOR plus 3.0%. At
December 31, 1995, the Bank's prime rate was 8.5% and the LIBOR
rate ranged from 6.125% to 7% .

Five-year promissory note to Ascom Communications, Inc .
with interest rate at 7% .

Mortgage note payable with interest rate at 7.38%

One-year promissory note to Ascom Communications, Inc .
wi th interest rate at 5% .

Various notes payable acquired through the acquisition of
Telecoin Communications, Ltd. with interest rates ranging
from prime plus 1.25% to prime plus 1.5% and maturity
dates ranging from due on demand to October 1998 .

Other .
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Less current mat uri ties .

</TABLE>

(5

$ 101,2

During July 1995, the Company completed the sale of $100 million of Senior Notes
due 2002 (the "Senior Notes") and the issuance of 150,000 shares of Series C
Cumulative Convertible Preferred Stock (the "Preferred Stock") for $15.0 million
(see Note 7). The net proceeds of approximately $108.7 million from the Senior
Notes and the Preferred Stock were used to repay the aggregate outstanding
balance of approximately $105.1 million due under the Company's revolving line
of credit and certain other debt obligations including accrued interest.
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The Senior Notes bear interest at 12 1/4% per annum, payable semiannually
beginning January 15, 1996. The Senior Notes are senior unsecured obligations of
the Company and are redeemable at the option of the Company, in whole or in
part, on or after July 15, 2000, at pre-established redemption prices together
with accrued and unpaid interest to the redemption date. The Company paid
approximately $5.1 million in issuance costs which will be deferred and
amortized over the term of the debt.

Simultaneously with the sale of the Senior Notes ana lssuance of the Preferred
Stock, the Company executed the Fourth Amended and Restated Loan and Security
Agreement (the "Loan Agreement") with Creditanstalt Bankverein (the "Bank"). The
Loan Agreement provided for a new $40.0 million credit facility bearing interest
at rates ranging from the Bank's prime rate plus 1 1/2% to LIBOR plus 3%. All
outstanding principal balances are due in full on April 30, 1999, and interest
is payable monthly for loans based on the prime rate and quarterly for loans
based on the LIBOR rate. A commitment fee of 1/2 of 1% is charged on the
aggregate daily unused balance of the credit facility under the Loan Agreement.
The Loan Agreement is secured by substantially all of the Company's assets and
contains certain restrictive covenants which, among other things, require the
Company to maintain certain net worth and cash flow levels and places certain
restrictions on the payment of dividends.

In November 1995, the Loan Agreement was amended limiting the Company's
availability under the credit facility based upon achieved levels of operating
cash flow of the Company. At December 31, 1995, the Company had no amounts
borrowed under the facility.

At December 31, 1995, the Company was not in compliance with certain financial
covenants contained in the Loan Agreement. During February 1996, the Bank waived
the Company's non-compliance with these covenants for the three month period
ended December 31, 1995. In connection with the waiver, the Company and the Bank
agreed to amend certain terms contained in the Loan Agreement (the "Amendment")
The Amendment, among other things, will decrease the facility to $10.0 million
and will reduce the requirements of certain financial covenants. The amended
credit facility will bear interest at the Bank's prime rate plus 2% and will
require all outstanding principal balances to be repaid in September 1997.

As a result of various 1995 amendments to its credit facilities, the Company
recorded extraordinary losses of $5.0 million for the write off of deferred
financing costs associated with the early extinguishment of debt, before the
income tax benefit of approximately $1.7 million.
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In March 1993, the Company purchased land and an office building which became
the principal offices of the Company. The purchase was financed with a bank in
the principal amount of $2.7 million. All outstanding balances due under the
mortgage note were repaid in conjunction with the refinancing transaction
discussed above.
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Future maturities of the notes payable and long-term debt, based on amounts
outstanding as of December 31, 1995, are as follows (in thousands) :

1996 .
1997 .
1998 .
1999 .
2000 .
Thereafter

NOTE 7 - PREFERRED STOCK

$ 506
750
509

100,000

$101,765

In connection with the refinancing discussed above, the Company issued 150,000
shares of Series C Cumulative Convertible Preferred Stock to OBS Partners, Inc.,
a wholly-owned subsidiary of Onion Bank of Switzerland, for $15.0 million. The
Preferred Stock cumulates dividends at an annual rate of 7%. The dividends are
payable in cash or, at the Company's option during the first three years, will
cumulate. The Preferred Stock is immediately convertible into shares of Common
Stock of the Company at an initial conversion price of $5.25 per share and is
mandatorily redeemable by the Company in July 2005. Pursuant to the terms of the
Preferred Stock, the holders are entitled to elect two of the six members of the
Company's Board of Directors and have voting rights equal to those of Common
Shareholders. The Company paid issuance costs of approximately $1.2 million.

In connection with the sale of the Preferred Stock, the Company issued warrants
to purchase 275,000 shares of Common Stock of the Company to a third party who
assisted with the transaction for approximately $100,000. The warrants are
exercisable at $5.25 per share through the year 2005 and are valued at
approximately $0.6 million (see Note 6).

The issuance costs and the value of the warrants are recorded as a reduction of
the preferred stock balance and are accreted using the effective interest method
through capital in excess of par value over the term of the Preferred Stock.

NOTE 8 - SHAREHOLDERS' EQOITY

In 1994, 1993, 1992 and 1990, under the terms of the Company's loan agreement,
as amended, the Company granted its lender warrants to purchase 250,000,
300,000, 150,000, and 900,000 shares of common or preferred stock, respectively.
The exercise price of 900,000 of these shares is $3.17 per share and the
remaining 700,000 shares is $5.25 per share. The Company's lender exercised its
right to purchase 150,000, 450,000 and 300,000 shares of common stock at $3.17
per share during 1994, 1993 and 1992, respectively. All warrants expire in the
year 2000.

On August 31, 1993, the Company effected a 3 for 2 stock split effective
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September 27, 1993. The consolidated financial statements and related financial
information have been retroactively adjusted to reflect the 3 for 2 split.

In August 1993, the Company completed the sale of 1,500,000 shares of its COITIDOn
stock in a registered private placement. After the deduction of the underwriting
discount and other expenses of the private placement, the net proceeds to the
Company were $12.8 million.
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The Company's preferred stock may be issued from time to time at the discretion
of the Board of Directors without shareholder approval. The Board of Directors
is authorized to issue these shares in different series and, with respect to
each series, to determine the dividend rate, provisions regarding redemption,
conversion, liquidation preference and other rights and privileges.

In August 1988, the Company sold 90,000 shares of its previously authorized
common stock. The sale consisted of 45,000 units at a price of $7.00 per unit.
Each unit consisted of two shares of common stock together with one warrant to
purchase a share of common stock at $4.33 and a share of common stock at $4.66.
The warrants were exercised during 1993.

NOTE 9 - STOCK OPTION PLANS

The Company maintains three non-qualified stock option plans covering primarily
employees and directors. Options under the three plans are issuable at the
discretion of committees appointed by the Board of Directors. Certain options
under the plans vest at rates of 10% and 33% per year from the date of issuance
and may expire 30 days after the termination or resignation of the employee or
director.

Under the terms of the plans, the exercise price for options granted is required
to be at least the fair market value of the Company's common stock on the date
of grant.

The following summarizes pertinent information covering stock options issued
pursuant to the Company's stock option plans (in thousands, except per share
data) :

<TABLE>
<CAPTION>

NUMBER OF SHARES

<S>
Outstanding, beginning of year .
Granted .
Exercised .
Cancelled .

Outstanding, end of year .
Exercisable, end of the year .

Option price per share of outstanding options

</TABLE>

1995

<C>
2,794

200
(93 )

(629)

2,272
2,055

$2.00-$11.38

1994

<C>
1,803
1,198

(177)
(30 )

2,794
1,975

$1. 33-$11. 38 $1.
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NOTE 10 - EMPLOYEE SAVINGS PLAN

During November 1990, the Company established a savings plan under the
provisions of section 401(k) of the Internal Revenue Code (the "Plan"), which
covers substantially all employees. The Company's contributions to the Plan are
discretionary. Employees participating in the Plan vest in amounts contributed
by the Company over a period of 7 years. The Company matches 25% of employee
contributions to a maximum of 6% of employee earnings each plan year. The
Company's contributions totaled approximately $77,000, $103,000 and $54,000 for
the years ended December 31, 1995, 1994 and 1993, respectively.

NOTE 11 - INCOME TAXES

The components of Lhe provision for income taxes for the years ended December
31, 1995, 1994 and 1993 are as follows (in thousands) :
<TABLE>
<CAPTION>

FOR THE YEAR E
DECEMBER 31,

1995 1994

<S>

</TABLE>

<C>
Currently payable:

Federal .
State .

Deferred .

$
107

(1,845)

$ (1, 738)

<C>

$
82

(4,487 )

$ (4, 405)

A tax benefit of $0.3 million and $4.5 million attributable to the exercise of
employee stock options was credited to shareholders' equity during 1994 and
1993, respectively.

A reconciliation between the Company's effective income tax rates and income tax
statutory rates for the years ended December 31, 1995, 1994 and 1993 is as
follows:

FOR THE YEAR ENDED
DECEMBER 31,

Statutory tax rate .
Change in valuation allowance
Non-deductible expenses .....
State taxes and other, net ..

1995 1994 1993
------ ------ ------

(34.0) % (34.0) % 35.0%
29.3

1.0 (2.7) 1.3
(3.5) (1. 5) 1.4

------ ------ ------

(7.2) % (38.2) % 37.7%
====== ====== ======
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The significant temporary differences included in the net deferred tax asset as
of December 31, 1995 and 1994 are as follows (in thousands) :

DECEMBER 31,

Deferred tax assets:
Net operating loss carryforward .
Alternative Minimum Tax Credit carryforward .
Other .

Total gross deferred tax assets .
Less - valuation allowance .

Net deferred tax assets .

Deferred tax liabilities:
Difference between book and tax bases of fixed assets
Other .

Total deferred tax liabilities .

Net deferred tax assets .

1995

$ 20,185
218

9,343

29,746
12,023

17,723

(13,313)
(1,003)

(14,316)

$ 3,407

1994

$ 11,166
218
972

12,356

12,356

(9,738 )
(1,165 )

(10,903)

$ 1,453

At December 31, 1995, the Company has tax net operating loss carry forwards of
approximately $68.4 million, which expire in various amounts in the years 2002
to 2010. Approximately $3.2 million of these net operating loss carryforwards
relate to business acquisitions for which annual utilization will be limited to
approximately $330,000, with further limitation if future ownership changes
occur. In addition, these loss carryforwards can only be utilized against future
taxable income, if any, generated by these acquired companies as if these
companies continued to file separate income tax returns.

During 1995, the deferred tax asset valuation allowance against net operating
losses increased to $12.0 million. Realization of deferred tax assets is
dependent upon sufficient future taxable income during the periods that
temporary differences and carryforwards are expected to be available to reduce
taxable income. Based upon past earnings history, trends, regulatory changes,
expiration dates of net operating loss carryforwads and tax planning strategies
that could be implemented, if necessary, to realize its deferred tax assets. The
Company has recorded a valuation allowance to reflect the estimated amount of
deferred tax assets, which may not be realized due to the expiration of its
operating loss carryforwards.
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NOTE 12 - EARNINGS PER SHARE

For the years ended December 31, 1995, 1994 and 1993, the treasury stock method
was used to determine the dilutive effect of the options and warrants on
earnings per share data. Net (loss) income from continuing operations per share
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and the weighted average number of shares outstanding used in the computations
are summarized as follows (in thousands, except per share data):

<TABLE>
<CAPTION>

DECEMBER 31, 1995 DECEMBER 31, 1994 DECEMBE

FULLY FULLY
PRIMARY DILUTED PRIMARY DILUTED
-------- -------- -------- --------
<C> <C> <C> <C>

$(22,467) $(22,467) $ (7,112) $ (7,112)

<S>
Net (loss) income from
continuing operations
Deduct:
Cumulative preferred

stock dividend
requirement

(Loss) income for per
share computations

Number of shares:
Weighted average common

shares outstanding
Add:

Net additional
shares issuable(l)

Weighted average
shares used in the
per share compu
tations

473

$(22,940)

16,091

16,091

473

$(22,940)

16,091

16,091

$ (7,112)

15,713

15,713

$ (7,112)

15,713

15,713

PRIMARY

<C>

$ 6,856

$ 6,856

12,700

1,779

14,479

</TABLE>

$ (1. 43) $ (1. 43) $ ( .45) $ (.45 ) $ .47

1. Assumes exercise of outstanding common stock equivalents (options and
warrants) at the beginning of the period, net of 20% limitation, if
applicable, on the assumed repurchase of stock.
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NOTE 13 - FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair market value of financial instruments held by the Company at December
31, 1995 are based on a variety of factors and assumptions and may not
necessarily be representative of the actual gains or losses that will be
realized in the future and do not include expenses that could be incurred in an
actual sale or settlement.

Long-Term Debt

The fair value of the Company's Senior Notes was estimated by obtaining quoted
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market prices. The carrying amount and fair value of the Company's Senior Notes
at December 31, 1995 were approximately $100 million and $80 million,
respectively.

The fair value of the Company's credit facility is assumed to be equal to its
carrying value. At December 31, 1995 there were no amounts outstanding under
the credit facility. At December 31, 1994, the outstanding balance under the
credit facility was approximately $100.2 million.

Preferred Stock

The Company's Preferred Stock does not have a quoted market price and the
Company does not believe it is practicable to estimate a fair value different
from the security's carrying value of approximately $13.4 million because of
features unique to this security including, but not limited to, the right to
appoint two directors and super majority voting requirements. The amounts due
upon redemption equal $15.0 million plus accumulated dividends.

NOTE 14 - LEASES

The Company leases office and warehouse space under various noncancellable
operating lease agreements expiring through 1999. Rental expense under such
leases aggregated approximately $822,000 , $650,000 and $569,000 for the years
ended December 31, 1995, 1994 and 1993, respectively. The Company received
$164,000 in sub-leasing income in 1995 and allocated approximately $150,000 in
1995 and 1994 for rent expense to its cellular telephone operations. Under a
sub-leasing agreement with a third party, the Company will receive $237,000 and
$138,000 in 1996 and 1997, respectively.

Future minimum payments under the above rental agreements as of December 31,
1995 are as follows (in thousands) :

FOR THE YEAR ENDING DECEMBER 31,

<PAGE>

1996 .
1997 .
1998 .
1999 .
2000 .

57

$645
238

36
12

$931

PEOPLES TELEPHONE COMPANY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 15 - COMMITMENTS AND CONTINGENCIES

During July 1995, the Company reached an agreement in principle for the
settlement (the "Proposed Settlement") of a lawsuit seeking class action
certification brought by two shareholders against the Company and certain of its
officers and directors in the United States District Court, Southern District of
Florida, alleging the violation of certain federal securities laws. The
Company's share of the Proposed Settlement of approximately $0.9 million has
been recorded in the accompanying Consolidated Statements of Operations. The
Proposed Settlement was approved by the United States District Court during
January 1996.

In June 1995, the Company settled a lawsuit filed against it by Ascom
Communications, Inc. ("ACI") for approximately $5.7 million. This amount was
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equal to the amounts previously recorded for promissory notes issued in
connection with the 1993 purchase of ACI. These notes were repaid in connectio~

with the refinancing discussed in Note 6.

During April 1995, the Company settled a dispute with one of its vendors which
resulted in a reduction of the amounts owed. Accounts payable and telephone
charges were reduced during the first quarter of 1995 by approximately $1.3
million to reflect this settlement.

On July 1, 1993, the Company filed suit against Bell South Telecommunications,
Inc., a unit of Bell South Corp., that does business as Southern Bell Telephone
& Telegraph ("Bell South") alleging, among other things, violation of the
federal and State of Florida antitrust laws based upon alleged monopolization
and misrepresentation in connection with Southern Bell's operation of its pay
telephone business in Florida. The suit seeks unspecified damages and other
relief. The Company is unable to predict the outcome of the litigation.

During 1993, the Company negotiated a settlement of various issues that were in
dispute with a major vendor. This agreement was finalized in 1994. As a result,
the Company terminated certain of its capital leases and was released from
certain obligations owed through October 31, 1993. This settlement has been
reflected as a reduction of telephone charges in 1993 and approximated
$1,156,000.

In addition to the aforementioned litigation, the Company is a party to certain
legal actions arising in the normal course of business. In the opinion of
management, the ultimate outcome of such litigation will not have a material
effect on the financial position, results of operations or cash flows of the
Company.

The Company has employment contracts with certain officers which expire through
December 31, 1998. The contracts provide for increases in annual base salary,
contingent upon the profitability of the Company, as well as bonus and stock
option provisions.

NOTE 16 - PREPAID CALLING CARD AND INTERNATIONAL TELEPHONE CENTERS

In December 1994, in an effort to return its focus to its core pUblic pay
telephone business, the Company's Board of Directors approved the sales of the
Company's prepaid calling card and international telephone center operations.
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During February 1995, the Company sold its prepaid calling card business to
Global Link Teleco Corporation ("Global Link") for approximately $6.3 million.
The Company received $1.0 million in cash, a $5.3 million promissory note due
February 1998, bearing interest at 8.5%, payable quarterly, and shares of common
stock of Global Link. For financial accounting purposes, the net gain of
approximately $3.4 million will be deferred until cash on the notes is received.
Accordingly, a provision for losses from January 1, 1995 through February 15,
1995, the divestiture date, of approximately $290,000 has been included in loss
on disposal for the period ended December 31, 1994.

As a result of the February 1995 transaction with Global Link and because of a
drafting error discovered in May 1995 that did not reflect the intentions of the
parties, the Company's interest in the outstanding common stock of Global Link
was 28.8% instead of the intended 19.99%. To correct this error, the Company
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reduced its share ownership to the intended 19.99% level.

Under the terms of the sale ag~eement, Global Link, on behalf of the Company,
was responsible for the collection of receivables which arose prior to the sale
of the Company's prepaid calling card busi~ess. As a result of Global Link's
unsuccessful attempt to collect approximately $1.1 million of such receivables,
the Company has included the write off of these amounts in the Loss on disposal
of prepaid calling card and international telephone centers during the year
ended December 31, 1995.

The Company's investment in Global Link is accounted for using the equity
method. The Company's share of the results of operations of Global Link from the
divestiture date through December 31, 1995 are included in "Other" in the
accompanying consolidated statements of operations. The 1994 results of
operations of the prepaid calling card business have been segregated and
reported as a separate component of income from continuing operations.

The Company's investment in Global Link at December 31, 1995 represents $6.6
million of outstanding notes receivable and $1.1 million of other receivables
less the $3.4 million deferred gain on the February 1995 transaction and $0.6
million representing the Company's share of Global Link's 1995 year to date
operating loss and is included in Investments in unconsolidated affiliate in the
accompanying consolidated balance sheet.

On March 1, 1996, Global Link consummated a merger transaction (the "Merger")
wi th Global Telecommunications Solutions, Inc. ("GTS"). In connection with the
Merger, the Company exchanged its outstanding notes and other receivables
including accrued interest and its 19.99% equity ownership in Global Link for
shares of GTS common stock, $0.6 million in cash and $1.5 million of notes
receivables with various due dates through September 1997. For financial
accounting purposes approximately $1.0 million of net gains will be defe~red

until cash from the receivables is collected a gain of approximately $0.3
million will be recorded in the first quarter of 1996.

During the year ended December 31, 1994, the Company recorded a provision of
approximately $3.4 million for the estimated impairment of asset value for its
international telephone center.

On September 28, 1995, the Company sold its international telephone center
operations for $2.0 million. The Company received $0.5 million in cash and a
$1.5 million promissory note. The note is payable in six installments of
$250,000, due every four months beginning in January 1996. The note bears
interest at 8% per annum. For financial accounting purposes, the recovery of
$2.0 million previously written-off will be recognized
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as the cash is received. Accordingly, $0.5 million gain has been included in
Loss on disposal of prepaid calling card and international telephone centers in
the accompanying consolidated statements of operations during the year ended
December 31, 1995.

The following tables set forth the net assets and the results of operations for
the Company's prepaid calling card business and international telephone center
which are included in the accompanying consolidated financial statements (in
thousands) :
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DECEMBER 31,

Current Assets, net .
Fixed Assets, net .
Other long-term assets, net

1995

$

$ --

1994

$1,286
717
592

$2,595

DECEMBER 31,

1995 1994 1993
------- -------

Revenues ................. $ $ 5,149 $ 1,281

Loss from operations ..... (1,816) (1,731)
Loss on disposal ......... (566) (3,690 )

------- -------
Total loss from operations
before income taxes ...... (566 ) (5,506 ) (1,731)
Benefit from income taxes 2,064 652

------- -------

Net loss from operations $ (566) $ (3, 442) $(1,079)
======= =======

The prepaid calling card and international telephone centers had revenues of
$781,000 and net losses of $341,000 for the year ended December 31, 1995 which
were previously accrued for in 1994.

NOTE 17 - DISCONTINUED OPERATIONS

In December 1994, as part of the effort to return its focus to its core public
pay telephone business, the Company's Board of Directors also adopted a formal
plan to divest itself of its inmate telephone and cellular telephone operations.

In 1994, in connection with the planned divestiture of the cellular telephone
operations, the Company recorded a provision for the estimated impairment of
asset values and losses through the anticipated divestiture date of
approximately $4.8 million, net. This provision included approximately $3.2
million for the estimated operating losses of the cellular telephone operations
for the year ended December 31, 1995. The provision was net of an estimated gain
on disposition of approximately $1.8 million and included a valuation allowance
of approximately $3.4 million against deferred tax assets that may not be
realized upon the disposition of the cellular telephone operations.
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On November 13, 1995, the Company sold its cellular telephone operations to
Shared Technologies Cellular, Inc. ("STC") for approximately $6.0 million. The
proceeds from the sale were $0.3 million in cash, a $2.0 million promissory note
bearing interest at 8.0%, with principal and interest payable semi-annually
through 2000, shares of STC common stock, a $2.5 million potential revenue earn
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out, and STC will pay approximately $1.2 million of PTCC's liabilities. For
financial accounting purposes the $2.5 million potential earn out will be
recognized as received. This transaction resulted in a loss of approximately
$14.6 million which was recorded as a loss on disposal in September 1995. The
loss on disposal includes a valuation allowance of approximately $5.5 million to
reduce the deferred tax assets generated by this transaction to a level which,
more likely than not, will be realized. The difference between the actual loss
and the estimated loss on disposal resulted from ,among other things, changes in
market conditions, disputes over liabilities for cellular cloning charges,
decreased revenue attributable to PIN numbers introduced by the cellular
carriers to prevent cloning and a delay in creating a new phone technology to
deal with PIN numbers and other matters.

For the period from January 1, 1995 through the divestiture date, the cellular
telephone operations had revenues of approximately $6.8 million and net
operating losses of $3.7 million which were previously accrued for in 1994.

During the third quarter of 1995, the Company decided to retain the remaining
portion of its inmate telephone operations (see Note 1). The accompanying
consolidated financial statements have been reclassified to present the inmate
telephone operations as part of continuing operations.

The Company's 1994 results included approximately $4.0 million for the
anticipated loss on disposal and $0.1 million for the anticipated operating
losses from January 1, 1995 through disposition of the inmate telephone
operations. The inmate division's actual operating losses for the period it was
accounted for as a discontinued operation, were $0.1 million. The $4.0 million
accrual for the loss on disposal has been reversed in discontinued operations
and recorded as an impairment of assets in continuing operations in the
accompanying consolidated statements of operations for the year ended December
31, 1995.

The following combining tables set forth the net assets and liabilities and
results of operations and loss on disposal of the cellular telephone operations
as they are included in the consolidated financial statements (in thousands):

DECEMBER 31,

Current assets, net .
Fixed assets, net .
Other long-term assets, net .
Liabilities .

<PAGE>

$

$

61

1995 1994

$ 1,147
6,667
3,111

(4,116)

$ 6,809

PEOPLES TELEPHONE COMPANY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEARS ENDED
DECEMBER 31,

Revenues . $

1995 1994

$ 11,581

1993

$ 6,283
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Income (loss) from discontinued operations
before income taxes .

Loss on disposal .

Total net loss on discontinued operations
before income taxes .

(Provision for) benefit from
income taxes .

Minority interest, net .

Net loss from discontinued operations .....

NOTE 18 - RELATED PARTY TRANSACTIONS

(14,600)

$ (14, 600)
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(6,253) (2,954 )
(1,380)

-------- -------

(7,633 ) (2,954 )

(1,113) 1,113
327

-------- -------
$ (8,746) $(1,514)
======== =======

In March 1994, the Company sold certain assets used in the operation of the
Company's two telephone centers located in New York City to Global Link. The
total purchase price for the transaction was $2.5 million and 10% of the issued
and outstanding capital stock of Global Link. The Company recorded a net gain on
the sale of approximately $2.0 million. At the time of the transaction, Messrs
Bernard M. Frank and Jody Frank, both directors of the Company, were directors
and shareholders of Global Link. In addition, Mr. Jeffrey Hanft, an officer and
director of the Company, and Mr. Robert D. Rubin, an officer of the Company,
were appointed directors of Global Link as a result of this transaction.

During February 1995, the Company sold its prepaid calling card business to
Global Link for approximately $6.3 million. The Company received $1.0 million in
cash, a $5.3 million promissory note due February 1998, bearing interest at
8.5%, payable quarterly, and shares of common stock of Global Link. As a result
of the February 1995 transaction, and because of a drafting error discovered in
May 1995 that did not reflect the intentions of the parties, the Company's
interest in the outstanding common stock of Global Link was 28.8% instead of
19.99%. To correct this error, the Company agreed with Global Link to reduce its
share ownership to the intended 19.99% level. Since the March 1994 transaction
with Global Link, Mr. Bernard M. Frank has resigned as a director of the
Company. Prior to the February 1995 transaction, Mr. Robert D. Rubin resigned as
a director of Global Link. Additionally, Mr. Jeffrey Hanft resigned as a
director of Global Link in October 1995, and Mr. Jody Frank resigned as a
director of Global Link prior to the March 1996 transaction with GTS (see Note
16) .

~uring 1994 and 1995, the Company made loans of approximately $3.6 million to
certain officers and directors for, among other things, the repayment of debt
previously incurred by them in connection with the exercise of stock options and
payment of related income taxes. The officers and directors exercised the Stock
Options in December 1993 to purchase the Company's common stock for purposes of
increasing the Company's shareholders' equity without accessing external capital
markets. The officers and directors executed promissory notes for a portion of
the amounts due and certain of these notes are secured by a pledge of
approximately 0.6 million shares of the Company's common stock and are due on
March 28, 1996. In addition, during 1994 and 1995, under the terms of employment
contracts with certain officers, the Company paid approximately $0.6 million in
life insurance policy premiums. Such premiums are required to be reimbursed by
such officers upon termination.
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The Company is currently attempting to collect the loan amounts due from these
officers and directors and has recorded a reserve for potential uncollectible
loan and insurance amounts of approximately $3.2 million in the fourth quarter
of 1995 which is included in "Other" in the accompanying consolidated statements
of operations.

During December 1995, the Company entered into a settlement agreement in
connection with the termination of an employment contract and settlement of a
claim made by Robert D. Rubin, the Company's former president. As part of the
settlement agreement, approximately $1.4 million of severance costs were
incurred by the Company and have been recorded in "Other" in the accompanying
1995 consolidated statement of operations. Mr. Rubin repaid approximately $0.4
million of amounts owed the Company as part of the settlement agreement.

NOTE 19 - BUSINESS SEGMENT INFORMATION:

The Company's continuing operations consist of public pay telephones and inmate
telephones. Certain business segment information for the years ended December
31, 1995, 1994 and 1993 are as follows (in thousands) :

Revenues:
Public pay .
Inmate .
Other (1) .

1995

$ 112,240
26,029

122

$ 138,391

1994

$ 114,958
42,869
1,615

$ 159,442

1993

$ 81,260
35,217

528

$117,005

Operating (loss) income:
Public pay .
Inmate .
Other(l) .

$

$

(1, 933)
(815 )
(750 )

(3,498)

$

$

(1,489)
2,202

(56)

657

$ 10,833
4,696

266

$ 15,795

Corporate expenses (2) .
Interest expense .

$ 10,743
9,964

$ 5,506
6,668

$ 1,730
3,065

Consolidated (loss) income from continuing
operations before income taxes and
extraordinary items .

Identifiable assets:
Public pay .
Inmate .
Other(l) .
Corporate assets(3) .

Depreciation and amortization expense:
Public pay .
Inmate .
Other(l) .

$ (24,205)

$ 117,208
16,538

144
26,181

$ 160,071

$ 19,570
2,881

$ 22,451

$ (11,517)

$ 136,657
25,434

1,625
26,875

$ 190,591

$ 19,019
3,337

166

$ 22,522

$ 11,000

$115,920
33,300

1,669
22,453

$173,342

$ 12,958
2,073

$ 15,031

Capital expenditures:
Public Pay . $ 8,386 $ 7,076 $ 8, 676
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Inmate .
Other (1) .
Corporate expenditures (3) .
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$

198

190

8,774

2,526
55

1,861

$ 11,518
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3,976

4,720

$ 17,372

PEOPLES TELEPHONE COMPANY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) "Other" consists primarily of the Company's international operations.
(2) Corporate expenses include the results of operations and loss on disposal

of the Company's prepaid calling card and international telephone
centers, litigation settlement expense, amounts incurred in connection
with the settlement of contracts and notes receivable with certain
corporate officers and the equity pick-up of Global Link's operating
losses.

(3) Corporate assets consist primarily of cash and cash equivalents, land,
building, building improvements and assets of discontinued operations.
Corporate expenditures consist primarily of land, building, building
improvements and expenditures related to discontinued operations.
Corporate expenditures do not include amounts paid for acquisitions.
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VALUATION AND QUALIFYING ACCOUNTS AND RESERVES
(IN THOUSANDS)

<TABLE>
<CAPTION>

CLASSIFICATION
<S>
YEAR ENDED 12/31/95:
Allowance for doubtful accounts "

Deferred tax asset valuation
allowance .

Accumulated amortization:
Location contracts .

Intangible assets .

Goodwill .

BALANCE
AT BEGINNING

OF PERIOD

<C>

$6,035

$ --

$6,942

$2,544

$2,001

CHARGED TO
COSTS AND
EXPENSES

<C>

7,386

12,023

5,090

1,142

1,082

OTHER(I)

<C>

DEDUCTIONS

<C>

8,313

148

455

288
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YEAR ENDED 12/31/94:
Allowance for doubtful accounts ..

Accumulated amortization:
Location contracts .

Intangible assets .

Goodwill .

$2,115

$3,656

$1,849

$ 551

11,621

4,120

1,171

924

(43 )

( 93)

(215 )

526
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7,658

741

261

YEAR ENDED 12/31/93:
Allowance for doubtful accounts .. $ 73 5,591 3,549

Accumulated amortization:
Location contracts .

Intangible assets .

Goodwill .

</TABLE>

$2,210

$ 621

$ 260

1,839

1,013

291

93

215

486

(1) Adjustments represents the allowance for doubtful accounts and
accumulated amortization related to the prepaid calling card and
international telephone centers which were reclassified to "net assets
held for sale" and the inmate and cellular telephone assets which were
reclassified to "net assets of discontinued operations." Also, 1994
amounts include a reclassification of $526 from accumulated
depreciation.

(2) Deductions represent bad debt write-offs and adjustments to accumulated
amortization for assets sold.
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PART III

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE.

The information required by this Item 9 is contained in the Company's Current
Report on Form 8-K dated December 15, 1995 previously filed with the Securities
and Exchange Commission on December 22, 1995 and Current Report on Form 8K/A No.
1 dated December 15, 1995 previously filed on January 5, 1996.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this Item 10 will be contained in the Company's
definitive proxy materials to be filed with the Securities and Exchange
Commission and is incorporated in this Annual Report on Form 10-K by this
reference.
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The information required by this Item 11 will be contained in the Company's
definitive proxy materials to be filed with the Securities and Exchange
Commission and is incorporated in this Annual Report on Form 10-K by this
reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

The information required by this Item 12 will be contained in the Company's
definitive proxy materials to be filed with the Securities and Exchange
Commission and is incorporated in this Annual Report on Form 10-K by this
reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item 13 will be contained in the Company's
definitive proxy materials to be filed with the Securities and Exchange
COITIDission and is incorporated in this Annual Report on Form 10-K by this
reference.
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PART IV

[TO BE REVISED BY FJH]

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON
FORM 8-K

(a) The following documents are filed with, and as a part of, this
Annual Report on Form 10-K.

1.

2.

3.

FINANCIAL STATEMENTS.

For a complete list of the Financial Statements filed with
this Annual Report on Form 10-K, see the Index to Financial
Statements and Schedules on Page

FINANCIAL STATEMENT SCHEDULES.

The following Supplementary Schedules are filed with this
Annual Report on Form 10-K:

See Index to Financial Statements and Schedules on Page 33.

EXHIBITS.

(i) See Exhibit Index on Pages 69-72.

(b) Reports on Form 8-K.

(1 ) A Current Report on Form 8-K dated November 13, 1995
relating to Items 2 and 7.

(2 ) A Current Report on Form 8-K dated November 29, 1995
relating to Item 5.

(3) A Current Report on Form 8-K dated December 15, 1995
relating to Item 4 as amended
by the 8-K/JI. No. 1 thereto.
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(4) A Current Report on Form 8-K dated December 31, 1995
relating to Item 5.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

PEOPLES TELEPHONE COMPANY, INC.

Date: March 29, 1996 /s/ Robert E. Lund

ROBERT E. LUND
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934,
this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.
<TABLE>
<CAPTION>

SIGNATURE

<S>
/s/ Robert E. Lund

Robert E. Lund

/s/ Bonnie S. Biumi

Bonnie S. Biumi

/s/ Teri L. Miller

Teri L. Miller

/s/ Jeffrey Hanft

Jeffrey Hanft

/s/ Jody Frank

Jody Frank

/s/ Jeffrey J. Keenan

Jeffrey J. Keenan

/s/ Charles J. Delaney

Charles J. Delaney

</TABLE>

TITLE

<C>
President,

Chief Executive Officer, Director

Executive Vice President,
Chief Financial Officer

Corporate Controller

Director, Chairman

Director

Director

Director
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<TABLE>
<CAPTION>

EXHIBIT INDEX

1.

<S>

<PAGE>

EXHIBITS

3.1

3.2

3.3

3.4

3.5

4.1

4.2

4.3

10.1

10.2

10.3

<C>
Amended and Restated Certificate of Incorporation adopte
(incorporated herein by reference from the Registration
16479, filed with the Securities and Exchange Commission
"Registration Statement") .

Restated Bylaws adopted on November 30, 1987 (incorporat
from the Registration Statement). (File No. 0-16479)

Amendments to Certificate of Incorporation adopted on Ma
1990, respectively (incorporated herein by reference fro
10-K for the year ended December 31, 1989). (File No. °
Amendment to Certificate of Incorporation adopted on Jun
herein by reference from the Annual Report on Form 10-K
31, 1990). (File No. 0-16479)

Certificate of Amendment to Certificate of Incorporation
authorizing the Preferred Stock (incorporated herein by
July 19, 1995.) (File No. 0-16479)

Form of Second ~~ended and Restated Warrant Agreement da
1994 between the Company and Creditanstalt American Corp
herein by reference to the Company's Annual Report on Fo
1994.) (File No. 0-16479)

Exchange Agreement, dated as of May 3, 1995, by and betw
Creditanstalt Corporate Finance, Inc. (incorporated her
dated July 19, 1995.) (File No. 0-16479)

Letter Agreement, dated July 3, 1995, between the Compan
American Corporation with respect to the Amendment of th
Restated Warrant Agreement dated February 17, 1994 (inco
reference to Form 8-K dated July 19, 1995.) (File No. 0

Asset Purchase Agreement dated March 1, 1993, and relate
among the Company, Silverado Communications Corp., Telin
Inc. and other shareholders and Agreement and Plan of Me
between the Company and Silverado Communications Corp (i
reference from Form 8-K dated March 30, 1993). (File No

Asset Purchase Agreement dated March 1, 1993, and relate
among the Company, PTC Cellular, Inc., Portable Cellular
Nationwide Cellular Service, Inc. (incorporated herein b
July 26, 1993). (File No. 0-16479)

69

Asset Purchase Agreement dated July 20, 1993, and relate
among the Company, Southwest Pay Telephone Systems, Inc.
and Stock Purchase Agreement, dated July 20, 1993, betwe
Pay Telephone Systems, Inc. and Randall D. Veselka (inco

http://www.sec.gov/Archives/edgar/data/819694/0000950170-96-000095 .txt 7/3/01



to Form 8-K dated July 21, 1993).

Page 67 of83

(File No. 0-16479)

<PAGE>

10.4

10.5

10.6

10.7

*10.8

10.9

10.10

10.11

10.12

10.13

10.14

Asset Purchase Agreement dated October 13, 1993 between
Communications, Inc. ("Ascom fl

) and Ascom Holding, Inc.,
statements of Ascom for the period from January 1, 1992
and audited financial statements of Ascom for the period
October 31, 1993 as re-filed (incorporated herein by ref
November 8, 1993, January 21, 1994 and January 31, 1994,
0-16479)

Employment Agreement dated January 1, 1994, and related
dated February 16, 1994, between the Company and Jeffrey
by reference to the Company's Annual Report on Form 10-K
(File No. 0-16479)

Employment Agreement dated January 1, 1994, and related
dated February 16, 1994, between the Company and Robert
herein by reference to the Company's Annual Report on Fo
1993). (File No. 0-16479)

Employment Agreement dated January 1, 1994, and related
dated February 16, 1994, between the Company and Richard
herein by reference to the Company's Annual Report on Fo
1993). (File No. 0-16479)

Employment Agreement dated June 22, 1994 and related sto
dated July 11, 1994 between the Company and Lawrence T.

Purchase Agreement dated June 23, 1994 among the Company
Inc., Bender Telephone Inc., Stanley S. Bender and Howar
Scheer and Purchase Agreement dated June 23, 1994 among
Associates L.P., Bender Telephone, Inc. and B&B Associat
statements of Atlantic Teleco Joint Venture from January
31, 1993 and combined pro forma financial statements (in
reference to Form 8-Ks dated June 23, 1994, September 7,
respectively). (File No. 0-16479)

Employment Agreement dated July 11, 1994 and related Sto
dated July 11, 1994, between the Company and Bonnie S. B
by reference to the Company's Annual Report on Form 10-K
(File No. 0-16479)

Employment Agreement dated January 1, 1995, between the
(incorporated herein by reference to the Company's Annua
the year ended 1994). (File No. 0-16479)

Asset Purchase Agreement dated February 14, 1995 between
Link Teleco Corporation and pro forma financial informat
January 1, 1993 through December 31, 1993 and the nine m
30, 1994 (incorporated herein by reference to Form 8-Ks
June 16, 1995). (File No. 0-16479)

AT&T Commission Agreement dated April 20, 1995 by and be
Communications, Inc. and the Company (incorporated herei
Amendment No.2 to Form S-3 Registration No. 33-58657.)

70

Security Purchase Agreement between UBS Capital Corporat
Partners, L.L.C. and the Company dated July 3, 1995 (inc
to Form 8-K dated July 19, 1995.) (File No. 0-16479)
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10.15

10.16

10.17

10.18

10.19

10.20

10.21

*10.22

10.23

*21

*23.1

*27
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Indenture, dated as of July 15, 1995, between the Compan
Bank of North Carolina (incorporated herein by reference
1995.) (File No. 0-16479)

Letter Agreement, dated July 18, 1995, among the Company
Corporation, UBS Partners, Inc. and Appian Capital Partn
Securities Purchase Agreement, dated as of July 3, 1995
Capital Corporation and Appian Capital Partners, L.L.C.
reference to Form 8-K dated July 19, 1995.) (File No. 0

Form of Stock Purchase Warrant issued on July 19, 1995 t
L.L.C. (incorporated herein by reference to Form 8-K dat
0-16479)

Form of Contingent Stock Purchase Warrant issued on July
Inc. (incorporated herein by reference to Form 8-K date
16479)

Registration Rights Agreement dated as of July 19, 1995
UBS Partners, Inc. (incorporated herein by reference to
1995.) (File No. 0-16479)

Fourth Amended and Restated Loan and Security Agreement
and among the Company, the lenders named therein and Cre
(incorporated herein by reference to Form 8-K dated July
16479)

Asset Purchase Agreement dated as of November 1, 1995 be
Cellular, Inc. and Shared Technologies Cellular, Inc. (i
to Form 8-K dated November 13, 1995.) (File No. 0-16479

Waiver and First Amendment dated November 29, 1995 betwe
Credistanstalt-Bankverein with regard to the Fourth Amen
Security Agreement.

Stock Incentive Plan of the Company (incorporated herein
through A-7 of the Company's 1994 Proxy Statement.).
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List of Subsidiaries

Consent of Ernst & Young LLP

Financial Data Schedule (for SEC use only)

<FN>
* Filed as part of this Annual Report on Form 10-K.
</FN>
</TABLE>
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Agreement (the "Agreement") dated as of June 22, 1994 (the "Execution
Date") between PEOPLES TELEPHONE COMPANY, INC., a New York corporation (the
"Company"), and LARRY ELLMAN (the "Employee")

RECITALS

WHEREAS, the Company is presently engaged in the business of owning and
operating telephone and wire communication systems and other businesses (the
"Business"); and

WHEREAS, the Employee has many years of business experience and the
Employee and the Company desire to enter into this Agreement, subject to the
terms and conditions contained herein.

NOW, THEREFORE, in consideration of the promises and of the mutual
covenants set forth in this Agreement:

1. Employment and Term.

a. During the term of this Agreement, the Company agrees to
employ the Employee and the Employee agrees to serve as an employee of the
Company as hereinafter provided. The term (the "Term of Employment") shall begin
on June 22, 1994 and shall end on June 22, 1997.

2. Duties.

a. The Employee agrees during the Term of Employment to
perform the duties of the President of the Pay Telephone Division and to perform
such other duties and assignments of an executive nature relating to the
business of the Company as the board of directors of the Company directs. During
the Term of Employment the Employee shall, except during customary vacation
periods and periods of illness, devote all of his business time and attention to
the performance of the duties under this Agreement and to promote the best
interests of the Company. The Employee shall report to and shall be subject to
the supervision of the Chief Executive Officer, the Executive Vice President and
the Chief Operating Officer only. The Employee shall not, either during or
outside of normal business hours, directly or indirectly, engage in any aspect
of the telecommunications business for or on behalf of any entity other than the
Company, nor engage in any activity inimical to the best interests of the
Company.

1
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3. Compensation and Related Matters.

a. Base Salary. The Employee shall receive an annual base
salary as follows: (i) during the first year of this Agreement, the Employee
shall receive a salary in the amount of $150,000 (the "Base Salary"); (ii)during
the second year of this Agreement, the Employee shall receive a salary in an
amount equal to the Base Salary plus 10% (the "Adjusted Base Salary), if such
Adjusted Base salary is approved by the Company's Board of Directors; and (iii)
during the third year of this Agreement, the Employee shall receive a salary in
an amount equal to the Adjusted Base Salary plus 10% (the "Second Adjusted Base
Salary"), if such Second Adjusted Base salary is approved by the Company's Board
of Directors. The Employee shall receive the Base Salary, the Adjusted Base
Salary and the Second Adjusted Base Salary during the term of this Agreement in
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substantially equal monthly or bi-weekly installments in accordance with the
normal practice of the Company.

b. The Annual Bonus. The Employee shall receive an annual
bonus (the "Bonus") equal to not less than $25,000. The Bonus shall be payable
no later than the 31st day after the end of each year during the term of this
Agreement. The Bonus shall not exceed 100% of the Employee's annual salary as
provided in Section 3(a) above for any year during the term of this Agreement.

c. Stock Options. The Company shall grant the Employee a right
to purchase 45,000 shares of common stock of the Company effective as of the
Execution Date of this Agreement at a price per share of $5.6875.

Unless otherwise agreed, the foregoing options shall vest one
third (1/3) upon execution of the Employment Agreement, one third (1/3) after
twelve (12) months following that date and one third (1/3) after twenty-four
(24) months following that date. In addition, the Employee may receive
additional stock option grants subject to approval of the Board of Directors and
on the terms approved by the Board of Directors.

d. Car Allowance. The Company shall pay the Employee a car
allowance during the term of this Agreement in an amount up to $500 per month to
reimburse the Employee for his automobile expenses, including car/lease
payments, insurance costs and related automobile expenses.

e. Fringe Benefits. During the Term of Employment, the Company
shall provide Employee with individual medical insurance at the Company's
expense, through a major medical/group hospitalization insurance provider
determined by the Company, in its sole and absolute discretion. Additionally,
the Employee shall enjoy the customary benefits afforded to its employees. The
Employee also shall be entitled to participate in employee benefit plans now or
hereafter provided or made available to the Company's employees generally, such
as life insurance, and pension, retirement and stock option plans. Nothing in
this Agreement shall require the Company to establish, maintain or continue any
of the fringe benefits already in

2
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existence for employees of the Company and nothing in this Agreement shall
restrict the right of the Company to amend, modify or terminate such fringe
benefit programs.

f. Vacations. During the Term of Employment, the Employee
shall be entitled each year to vacations as are customarily taken by the
Company's executive officers. The Company shall not pay the Employee any
additional compensation for any vacation time not used by the Employee.

g. Relocation costs. The Company shall pay the cost of moving
the Employee's household furnishings and personal property and insuring same
against loss from Baltimore, Maryland to Miami, Florida. Such cost shall be
approved by the Company prior to the Employee's incurrence of same.
Additionally, the Company agrees to provide Employee with the use of a furnished
apartment in Dade County, Florida through August 1994. No other relocation costs
of any type will be borne by the Company.

4. Termination.

This Agreement may be terminated prior to the expiration of
the term set forth in Section 1 above as follows:
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a. Death. This Agreement shall terminate upon the death of the
Employee, and the Company shall have no further obligation under this Agreement
to make any payments to, or bestow any benefits on, his beneficiary or
beneficiaries from and after the date of the Employee's death, other than
payments or benefits accrued and due and payable to him prior to the date of
death pursuant to this Agreement.

b. Disability. The Company may terminate the Employee's
employment under this Agreement if as a result of his incapacity due to accident
or illness, the Employee shall have been unable to satisfactorily perform his
normal duties under this Agreement for a period of six months. Except as
specifically provided in this Section 4, the Company shall have no further
obligation under this Agreement to make any payments to, or bestow any benefits
on, the Employee from and after the date of the termination.

c. Cause. The Company may terminate the Employee's employment
under this Agreement for Cause at any time. For purposes of this Agreement, the
Company shall have "Cause" to terminate the Employee's employment if he (1)
engages in one or more acts constituting a felony or involving fraud or serious
moral turpitude; (2) refuses (except by reason of incapacity due to accident or
illness) to perform his duties; or (3) engages in misconduct injurious to the
Company. In the event of a termination for Cause, the Company shall have no
further obligation under this Agreement to make any payments to, or bestow any
benefits on, the Employee from and after the date of the termination, other than
payments or benefits accrued and due and payable to him prior to the date of
termination.

3
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5. Non-Competition.

a. The Employee hereby covenants and agrees that, except with
the written consent of the Company, the Employee will not, during the Term of
Employment and for one year after the end of the Term of Employment, alone or in
association with others as principal, officer, agent, employee, director or
stockholder of any corporation, partnership, association or other entity, or
through the lending of capital, lending of money or property, or rendering of
services or otherwise, (i) engage in any business all or part of which is, at
the time, competitive with the business then conducted by the Company, directly
or indirectly, in any state in which the Company then operates (ii) solicit or
attempt to solicit any person (natural or otherwise) who had entered into an
agreement with the Company to conduct its business; and (iii) solicit or attempt
to solicit any person employed by the Company to leave their employment or not
fulfill their contractual responsibility, whether or not the employment or
contracting is full-time or temporary, pursuant to a written or oral agreement,
or for a determined period or at will.

6. Company's Right to Injunctive Relief; Attorneys' Fees.

a. The Employee acknowledges that the Employee's services to
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the Company are of a unique character which gives them a special value to the
Company, the loss of which cannot reasonably or adequately be compensated in
damages in an action at law, and that a breach of this Agreement will result in
irreparable and continuing harm to the Company, and that therefore, in addition
to any other remedy which the Company may have at law or in equity, the Company
shall be entitled to injunctive relief for a breach of this Agreement by the
Employee. The Employee and the Company agree that the prevailing party in any
action to enforce any breach of any covenant in this Agreement shall be
reimbursed by the other party for all expenses and reasonable attorneys' fees
incurred by that party to enforce this Agreement.

7. Trade Secrets and Confidential Information.

a. The Employee acknowledges that the Company's business
depends to a significant degree upon the possession of information which is not
generally known to others, and that the profitability of the Company's business
requires that this information remain proprietary to the Company.

b. The Employee shall not except as required in the course of
employment by the Company, disclose or use during or subsequent to the Term of
Employment, any confidential information relating to the Company's business of
which Employee becomes aware by reason of being employed by the Company or to
which Employee gains access. Such information includes, but is not limited to,
lists of property owners, data, records, computer programs, manuals, processes,
methods and intangible rights which are either developed by the Employee during
the Term of Employment or to which the Employee has access. All records and
equipment and other

5
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materials relating in any way to any confidential information relating to
property owners or to the Company's business shall be and remain the Company's
sole property during and after the Term of Employment.

c. Upon termination of employment, the Employee shall promptly
return to the Company all materials and all copies of materials involving any
confidential information in the Employee's possession or control. The Employee
agrees to represent to the Company that he has complied with the provisions of
this Section 7 upon termination of employment.

d. The Employee acknowledges that he is not a party to any
agreement which may restrict his employment with the Company.

B. Miscellaneous.

a. The captions in this Agreement are not part of its
provisions, are merely for reference and have no force or effect. If any caption
is inconsistent with any provision of this Agreement, such provision shall
govern.

b. This Agreement is made in and shall be governed by and
construed in accordance with the laws of the State of Florida, without giving
effect to conflict of law principles.

c. To the extent that the terms set forth in this Agreement or
any word, phrase, clause or sentence is found to be illegal or unenforceable for
any reason, such word, phrase, clause or sentence shall be modified or deleted
in such manner so as to afford the Company the fullest protection commensurate
with making this Agreement, as modified, legal and enforceable under applicable
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laws, and the balance of this Agreement shall not be affected thereby, the
balance being construed as severable and independen~.

d. All notices given under this Agreement shall be in writing
and shall be sent by registered or certified mail or delivered by hand and, if
intended for the Company, shall be addressed to it or delivered to it at 2300
N.W 89th Place, Miami, Florida 33172 to the attention of Robert D. Rubin,
Executive Vice President. If intended for the Employee, notices shall be
delivered personally or shall be addressed (if sent by mail) to the Employee's
then current residence address as shown on the Company's records, or to such
other address as the Employee directs in a notice to the Company. All notices
shall be deemed to be given on the date received at the address of the addressee
or, if delivered personally, on the date delivered.

e. As used in this Agreement where appropriate, the masculine
shall include the feminine; where appropriate, the singular shall include the
plural and the plural shall include the singular.

6
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f. This Agreement contains all obligations and understandings
between the parties relating to the subject of this Agreement and merges all
prior discussions, negotiations and agreements, if any, between them, and none
of the parties shall be bound by any conditions, definitions, understandings,
warranties or representations other than as expressly provided or referred to in
this Agreement. This Agreement is intended to cancel and supersede all existing
agreements between the Employee and the Company.

g. This Agreement may be modified only by a written instrument
properly executed by the parties to this Agreement.

h. No waiver by any party to this Agreement, whether expressed
or implied, of its rights under any provision of this Agreement shall constitute
a waiver of the party's rights under the provisions at any other time or a
waiver of the party's rights under any other provision of this Agreement.

i. The Employee and the Company agree that the prevailing
party in any action to enforce any breach of any covenant in this Agreement
shall be reimbursed by the other party for all expenses and reasonable
attorneys' fees incurred by that party to enforce this Agreement.

IN WITNESS WHEREOF, the parties to this Agreement have executed this
Agreement as of the day and year first above written.

PEOPLES TELEPHONE COMPANY, INC.

By: /s/ Robert D. Rubin
Robert D. Rubin
Executive Vice President

THE EMPLOYEE
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By: /s/ Larry Ellman
Larry Ellman
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PEOPLES TELEPHONE COMPANY, INC.
STOCK OPTION AGREEMENT

THIS IS A STOCK OPTION AGREEMENT dated as of this 11TH day of JULY,
1994 (the "Grant Date") between Peoples Telephone Company, Inc., a New York
corporation with its principal offices located at 2300 N.W. 89th Place, Miami,
Florida 33172 (the "Company"), and LAWRENCE T. ELLMAN located at 5832 MOSSROCK
DRIVE, NORTH BETHESDA, MARYLAND 20852 (the "Optionee").

WIT N E SSE T H:

WHEREAS, the Company desires to grant stock options to the Optionee and
the Optionee desires to accept the grant of such option, subject to the terms
and conditions of this Agreement.

NOW, THEREFORE, the Company and the Optionee hereby agree:

SECTION 1. GRANT OF OPTIONS.
Subject to the provisions of this Agreement, the Company hereby grants

to the Optionee an option (the "Option") to purchase from the Company 45,000
shares of its common stock, par value $.01 per share (the "Option Shares"), at
the price of $ 5.6875 per share (the "Option Price").

SECTION 2. EXERCISE OF OPTION.

(a) No portion of the Option may be exercised by the Optionee on or at
any time after the fifth anniversary of the Grant Date.

(b) Except as provided in subsection (a) of this Section, the Optionee
may execute the Option and acquire the Option Shares as follows:

(i) The Optionee may acquire one-third (1/3) of the shares on
or after January II, 1995 (the "Initial Vesting Date").

(ii) The Optionee may acquire an additional one-third (1/3) of
the Option Shares one year after the Initial Vesting Date; and.

(iii) The Optionee may acquire the final third (1/3) of the
Option Shares two years after the Initial Vesting Date.
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(c) The Option may be exercised in whole or in part by the Optionee
delivering a written notice to the Company specifying the number of the Option
Shares the Optionee desires to purchase pursuant to the Option and tendering in
cash or in shares of the Company's common stock an amount equal to the Option
Price multiplied by such number of Option Shares. The Optionee shall not
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purchase fewer than 100 of the Option Shares at anyone time unless the
remaining Option Shares equal less than 100 shares.

SECTION 3. SHARE CERTIFICATES.

Upon exercise of any or all of the Option Shares the Company will cause
one or more stock certificates evidencing the Optionee's ownership of the Option
Shares so purchased by the Optionee to be issued to the Optionee. Unless the
Option Shares have been registered under the Securities Act of 1933, as amended
(the "Act"), pursuant to a Registration Statement on Form 8-8 which has been
declared effective by the United States Securities and Exchange Commission, the
Company shall cause the following legend to be placed upon each stock
certificate representing the Option Shares:

"The shares of stock represented by this Certificate have been acquired
directly or indirectly from the Issuer or an affiliate of the Issuer
without being registered under the Securities Act of 1933, as amended,
(the "Act"), or the securities laws of any state or other jurisdiction,
including the Florida Securities Act, and are restricted securities as
that term is defined under Rule 144 promulgated under the Act. These
shares may not be sold, transferred, pledged, hypothecated or otherwise
disposed of in any manner (the "Transfer") unless they are registered
under the Act and the securities laws of all applicable states and
other jurisdictions or unless the request for the Transfer is
accompanied by a favorable opinion of counsel satisfactory to the
Issuer, stating that the Transfer will not result in a violation of
such laws."

SECTION 4. INVESTMENT SECURITIES.

The Optionee represents and warrants to the Company that any Option
Shares purchased by him upon the exercise of this Agreement will be acquired for
investment and not for distribution within the meaning of the Act, provided,
however, that the foregoing representation and warranty shall be inoperative if
the Option Shares are registered under the Act. The Optionee agrees to give
prompt written notice to the Company if he makes any disposition of any shares
of common stock purchased by him under this Option within the two year period
beginning on the day after the date of the issue of the shares to him.
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SECTION S. MISCELLANEOUS PROVISIONS.

(a) Notices. Unless otherwise specifically provided in this Agreement,
all notices to be given hereunder shall be in writing and sent to the parties by
certified mail, return receipt requested, which shall be addressed to each
party's respective address, as set forth in the first paragraph of this
Agreement, or to such other address as the party shall give to the other party
by a notice given in accordance with this Section and, except as otherwise
provided in this Agreement, shall be effective when deposited in the United
States mail properly addressed and postage prepaid. If the notice is sent other
than by United States mail, the notice shall be effective when actually received
by the party being noticed.

(b) Assignment. This Agreement may not be assigned in whole or in part
by either of the parties without the express written consent of the other party.

(c) Further Assurances. Both parties shall execute and deliver all
other instruments and do all other acts as may be necessary to carry out the
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intent and purposes of this Agreement.

(d) Gender. Whenever the context may require, any pronouns used in this
Agreement shall include the corresponding masculine, feminine or neuter forms
and the singular form of nouns and pronouns shall include the plural and vice
versa.

(e) Captions. The captions contained in this Agreement are inserted
only as a matter of convenience and in no way define, limit, extend or prescribe
the scope of this Agreement or the intent of any of its provisions.

(f) Completeness and Modification. This Agreement constitutes the
entire understanding between the parties superseding all prior and
contemporaneous agreements or understandings among the parties concerning the
grant of stock options to the Optionee and shall not be terminated, except in
accordance with its terms or amended except in accordance with a writing
executed by both of the parties.

(g) Waiver. The waiver of a breach of any term or condition of this
Agreement shall not be deemed to constitute the waiver of any other breach of
the same or any other term or condition.

(h) Severability. The invalidity or unenforceability, in whole or in
part, of any covenant, promise or undertaking, or any section, subsection,
paragraph, sentence, clause, phrase or word or of any provisions of this
Agreement shall not affect the validity or enforceability of the remaining
portions of this Agreement.

(i) Construction. This Agreement shall be governed by and construed in
accordance with the laws of the State of Florida.
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(j) Binding Effect. This Agreement shall be binding upon and inure to
the benefit of the heirs, successors, estate and personal representatives of the
Optionee and upon the successors and assigns of the Company.

(k) Litigation-Attorneys' Fees. In connection with any litigation
arising out of the enforcement of this Agreement or for its interpretation, the
prevailing party shall be entitled to recover its costs, including reasonable
attorneys' fees, at the trial and all appellate levels from the other party who
was an adverse party to the litigation.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the
day and year set forth in the first paragraph of this Agreement.

PEOPLES TELEPHONE COMPANY, INC.

BY:
ROBERT D. RUBIN, PRESIDENT

LAWRENCE T. ELLMAN,

BY:
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FORM 3

Washington, D.C. 20549

OMB Number
Expires:
Estimated
hours per

3235-0104
February 1,

average burden
response 05

1994

INITIAL STATEMENT OF BENEFICIAL OWNERSHIP OF SECURITIES

Filed pursuant to Section 16(a) of the Securities Exchange Act of 1934, Section
17(a) of the Public Utility Holding Company Act of 1935 or Section 30(f) of the
Investment Company Act of 1940

1. Name and Address of Reporting Person
ELLMAN, LAWRENCE T.
(Last) (First) (Middle)
5832 Mossrock Drive
(Street)
North Bethesda, MD 20852
(City) (State) (Zip)

2. Date of Event Requiring Statement
(Month/Day/Year)
7/11/94

3. IRS or Social Security Number of Reporting Person (Voluntary)
102-44-7382

4. Issuer Name and Ticker or Trading Symbol
PTEL - Peoples Telephone Company, Inc.

5. Relationship of Reporting Person to Issuer
(Check all applicable)

Director 10% Owner
_X_ Officer (give title below) Other (specify below)
President - Pay Telephone Division

6. If Amendment, Date of Original
(Month/Day/Year)

Table 1 - Non-Derivative Securities Beneficially Owned

Title of Security (Instr. 4)

2. Amount of Securities Beneficially Owned (Instr. 4)

3. Ownership Form: Direct (D) or Indirect (I) (Instr. 5)

4. Nature of Indirect Beneficial Ownership (Instr. 5)

Reminder: Report on a separate line for each class of securities beneficially
owned directly or indirectly.
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(Print or Type Responses)

(Over)
SEC (illegible)
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WAIVER AND FIRST AMENDMENT TO
FOURTH AMENDED AND RESTATED LOAN AND SECURITY AGREEMENT

WAIVER AND FIRST AMENDMENT TO FOURTH AMENDED AND RESTATED LOAN AND SECURITY
AGREEMENT (this "Agreement") is being entered into as of the 29th day of
November, 1995 by and among PEOPLES TELEPHONE COMPANY, INC., a New York
corporation (hereinafter referred to as "Borrower"), the Lenders party to the
Loan Agreement (hereinafter referred to as "the Lenders") and
Creditanstalt-Bankverein, as agent for the Lenders (in such capacity, the
"Agent") .

WIT N E SSE T H:

WHEREAS, Borrower, the Lenders and the Agent are party to that certain
Fourth Amended and Restated Loan and Security Agreement, dated as of July 19,
1995 (as so amended, the "Loan Agreement"), pursuant to which the Lenders made
available to the Borrower a $40 million revolving credit facility; and

WHEREAS, Borrower has requested that the Lenders waive certain financial
covenant Defaults by Borrower under the Loan Agreement; and

WHEREAS, the Lenders are willing, subject to the terms and conditions
hereof, to waive such Defaults and to make such amendments and modifications;

NOW, THEREFORE, in consideration of the foregoing premises, the terms and
conditions herein, and other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Borrower, the Agent and the
Lenders hereto hereby agree as follows:

1. DEFINED TERMS. Defined terms used herein, as indicated by the initial
capitalization thereof, shall have the meaning ascribed to such terms in the
Loan Agreement.

2. AMENDMENT OF DEFINITION. Section 1.1 of the Loan Agreement is hereby
amended by deleting in its entirety the definition for "Borrowing Base"
contained therein and substituting in lieu thereof a new definition to read as
follows:

"Borrowering Base" shall mean, as of any date, an amount equal to the
lesser of (a) and (b) below:

(a) up to (i) seventy-five percent (75%) of the net amount of
Borrower's Eligible Accounts plus (ii) an amount equal to $1,200 multiplied
by the number of Eligible Pay Telephones; or

(b) (i) $10,000,000, if the Borrower's Operating Cash Flow for the 3
month period most recently ended is less than $6,000,000;

<PAGE>

(ii) $20,000,000, if Borrower's Operating Cash Flow for the three
month period most recently ended equals or exceeds $6,000,000 but
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Borrower's Operating Cash Flow for the six month period most recently ended
is less than $13,000,000; and

(iii) $30,000,000 if (A) Borrower's Operating Cash Flow for the
three month period most recently ended equals or exceeds $6,000,000; and
(B) Borrower's Operating Cash Flow for the six month period most recently
ended equals or exceeds $13,000,000 but is less than $14,000,000; and

(iv) $40,000,000 if (A) Borrower's Operating Cash Flow for the
three month period most recently ended equals or exceeds $6,000,000; and
(B) Borrower's Operating Cash Flow for the six month period most recently
ended equals or exceeds $14,000,000.

3. BORROWING BASE CERTIFICATE. The Loan Agreement is hereby amended by
deleting Exhibit 0 thereof in its entirety and by substituting in lieu therefor
a new Exhibit 0, which is attached hereto as Exhibit A and incorporated herein
by reference.

4. PROJECTED FINANCIAL STATEMENTS. Borrower agrees to deliver to Lenders
not later than December 11, 1995, a projected operating budget for Borrower for
the year beginning January 1, 1996, consisting of projected monthly balance
sheets, income statements and a statement of cash flows.

5. WAIVER. The Agent and the Lenders hereby waive any Default or Event of
Default arising under the Loan Agreement solely as a result of Borrower's
failure, for the fiscal quarter of Borrower ending September 30, 1995, to
maintain (a) the minimum Net Worth required by Section 8.1 of the Loan
Agreement; (b) the minimum Leverage Ratio required by Section 8.2 of the Loan
Agreement; (c) the minimum Operating Cash Flow required by Section 8.4 of the
Loan Agreement; and (d) the minimum Interest Coverage Ratio required by Section
8.5 of the Loan Agreement.

6. WAIVER FEE. In consideration for the waiver set forth in this Agreement,
the Borrower agrees to pay to the Agent for the ratable benefit of the Lenders,
concurrent with the execution and delivery of this Agreement, a waiver fee equal
to $50,000.

7. CONDITIONS PRECEDENT. Subject to the other terms and conditions hereof,
this Agreement shall not become effective until the Agent shall have had
delivered to it counterparts of this Agreement duly executed and delivered by
the Borrower and each of the Lenders; provided, however, that the waivers set
forth in Section 5 hereof shall not become effective until Borrower shall pay to
the Agent, for the benefit of the Lenders, the waiver fee prescribed in Section
6 hereof. Upon receipt by the Agent of all such executed copies and, in the case
of such waivers, the payment of such fee, this Agreement shall become effective
as of the date hereof.

<PAGE>

B. REPRESENTATIONS AND WARRANTIES; NO DEFAULT. Borrower hereby represents
and warrants to the Agent and the Lenders that (a) all of Borrower's
representations and warranties contained in the Loan Agreement and the other
Loan Documents are true and correct on and as of the date of Borrower's
execution of this Agreement; (b) except in respect of the covenants referenced
in Section 5 hereof, no Default or Event of Default has occurred and is
continuing as of such date under any Loan Document; (c) Borrower has the power
and authority to enter into this Agreement and to perform all of its obligations
hereunder; (d) the execution, delivery and performance of this Agreement have
been duly authorized by all necessary corporate action on the part of Borrower;
and (e) the execution and delivery of this Agreement and performance thereof by
Borrower does not and will not violate the Articles of Incorporation, By-laws or
other organizational documents of the Borrower and does not and will not violate
or conflict with any law, order, writ, injunction, or decree of any court,
administrative agency or other governmental authority applicable to Borrower or
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its properties.

9. EXPENSES. Borrower agrees to pay, immediately upon demand by the Agent,
all costs, expenses, attorneys' fees and other charges and expenses actually
incurred by the Agent in connection with the negotiation, preparation, exec~tion

and delivery of this Agreement and any other instrument, document, agreement or
amendment executed in connection with this Agreement.

10. DEFAULTS HEREUNDER. The breach of any representation, warranty or
covenant contained herein or in any document executed in connection herewith, or
the failure to serve or comply with any term or agreement contained herein shall
constitute a Default or Event of Default under the Loan Agreement and the Agent
and the Lenders shall be entitled to exercise all rights and remedies they may
have under the Loan Agreement, any other documents executed in connection
therewith and applicable law.

11. REFERENCES. All references in the Loan Agreement and the Loan Documents
to the Loan Agreement shall hereafter be deemed to be references to the Loan
Agreement as amended hereby and as the same may hereafter be amended from time
to time.

12. LIMITATION OF AGREEMENT. Except as especially set forth herein, this
Agreement shall not be deemed to waive, amend or modify any term or condition of
the Loan Agreement, each of which is hereby ratified and reaffirmed and which
shall remain in full force and effect, nor to serve as a consent to any matter
prohibited by the terms and conditions thereof.

<PAGE>

13. COUNTERPARTS. This Agreement may be executed in any number of
counterparts, and any party hereto may execute any counterpart, each of which,
when executed and delivered, will be deemed to be an original and all of which,
taken together will be deemed to be but one and the same agreement.

14. FURTHER ASSISTANCE. Borrower agrees to take such further action as the
Agent or the Majority Lenders shall reasonably request in connection herewith to
evidence the amendments herein contained to the Loan Agreement.

15. SUCCESSORS AND ASSIGNS. This Agreement shall be binding upon and inure
to the benefit of the successors and permitted assigns of the parties hereto.

16. GOVERNING LAW. This Agreement shall be governed by, and construed in
accordance with, the laws of the State of New York, without regard to principles
of conflicts of law.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement under
seal on the date first above written.

"BORROWER"
PEOPLES TELEPHONE COMPANY, INC.
By: (illegible)
Name: Chief Financial Officer
Title: Bonnie B(illegible)

Attest: (illegible)
By: (illegible)
Its: Secretary
[CORPORATE SEAL]
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(Signatures continued from pervious page)

"AGENT"
CRSDITANSTALT-BANKVEREIN

By: lsi Robert M. Biringer
Robert M. Biringer
Senior Vice President

By: lsi Joseph P. Longosz
Joseph P. Longosz
Vice President

(Signatures continued on next page)

<PAGE>

(Signatures continued from pervious page)

"LENDER"
CREDITANSTALT-BANKVEREIN

By: lsi Robert M. Biringer
Robert M. Biringer
Senior Vice President

By: lsi Joseph P. Longosz
Joseph P. Longosz
Vice President

</TEXT>
</DOCUMENT>
<DOCUMENT>
<TYPE>EX-21
<SEQUENCE>4
<TEXT>

EXHIBIT 21

SUBSIDIARIES
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Peoples Telephone of South Carolina, Inc.

Campus Telephone Inc.
(d/b/a Telink Inc.)

PTC Cellular, Inc.

Silverado Communications, Inc.

Southwest Inmate Pay Telephone Systems, Inc.

South Carolina

Texas

Delaware

Colorado

Texas
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PTC Global Link, Inc.

PTC Security Systems, Inc.

Telink, Inc.

Telink Telephone System, Inc.

Peoples Acquisition Corp.

<!TEXT>
</DOCOMENT>
<DOCUMENT>
<TYPE>EX-23.1
<SEQUENCE>S
<TEXT>

EXHIBIT 23.1

Florida

Florida

Texas

Georgia

Pennsylvania
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CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference in the Registration Statement (Form
S-3 No. 33-58607) and the related prospectus of Peoples Telephone Company,
Inc., and the Registration Statement (Form S-8 No. 33-58603) pertaining to stock
option and incentive plans of Peoples Telephone Company, Inc. of our report
dated March 8, 1996, with respect to the consolidated financial statements and
schedule of Peoples Telephone Company, Inc. included in the Annual Report (Form
10-K) for the year ended December 31, 1995.

ERNST & YOUNG LLP

Miami, Florida
March 29, 1996

</TEXT>
</DOCOMENT>
<DOCUMENT>
<TYPE>EX-27
<SEQUENCE>6
<TEXT>

<TABLE> <S> <C>

<ARTICLE> 5
<RESTATED>

<S>
<PERIOD-TYPE>
<FISCAL-YEAR-END>
<PERIOD-START>
<PERIOD-END>
<CASH>
<SECURITIES>
<RECEIVABLES>
<ALLOWANCES>
<INVENTORY>
<CURRENT-ASSETS>
<PP&E>
<DEPRECIATION>

<C>
12-MOS

DEC-31-1995
JAN-01-1995
DEC-31-1995

12,366,000
o

12,208,000
(5,108,000)

1,990,000
25,220,000

134,067,000
(55,866,000)
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<TOTAL-ASSETS>
<CURRENT-LIABILITIES>
<BONDS>
<PREFERRED-MANDATORY>
<PREFERRED>
<COMMON>
<OTHER-SE>
<TOTAL-LIABILITY-AND-EQUITY>
<SALES>
<TOTAL-REVENUES>
<CGS>
<TOTAL-COSTS>
<OTHER-EXPENSES>
<LOSS-PROVISION>
<INTEREST-EXPENSE>
<INCOME-PRETAX>
<INCOME-TAX>
<INCOME-CONTINUING>
<DISCONTINUED>
<EXTRAORDINARY>
<CHANGES>
<NET-INCOME>
<EPS-PRIMARY>
<EPS-DILUTED>

</TABLE>
</TEXT>
</DOCUMENT>
</SEC-DOCUMENT>
-----END PRIVACY-ENHANCED MESSAGE-----

160,071,000
29,320,000

101,259,000
13,886,000

o
161,000

14,127,000
160,071,000
138,391,000
138,391,000
106,838,000
141,148,000

11,483,000
o

9,965,000
(24,205,000)

1,738,000
(22,467,000)
(12,066,000)
(3,327,000)

o
(37,860,000)

(2.38 )
(2.38 )

Page 83 of 83

http://www.sec.gov/Archives/edgar/data/819694/0000950 170-96-000095.txt 7/3/01


